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CONFIDENTIAL AMMAN 4085 

STATE FOR NEA/ATHERTON FROM PICKERING 

SECDEF FOR ASD: ISA AND DSAA 

E.O. 11652: GDS 

TAGS: MASS, JO, US, SA 

SUBJECT: JORDAN FMS PAYMENTS 

REF: A) STATE 168276, B) AMMAN 4058 

1 . WE ARE IN A CLASSIC CATCH-22 SITUATION REGARDING 
JORDAN'S FMS ACCOUNTS. NO ONE THOUGHT IT WOULD BE 
EASY TO ARRANGE SUCH CREDITS AND HAVE SAUDIS GUARANTEE 
THEM. NEITHER HAVE WE HAD ANY ILLUSIONS ABOUT EASE 

OF COLLECTION AND AS REFTEL (A) MAKES CLEAR, FFB 
SEEMS TO HAVE HANDLED THIS ON A "BUSINESS 
AS USUAL" BASIS IN SPITE OF THE VERY SIGNIFICANT 
EFFORTS IN DSAA AND ELSEWHERE TO AVOID A MASSIVE 
RESTRUCTURING OF JORDANIAN MILITARY AID PROGRAM. 

2. IF WE UNDERSTAND THE QUESTION CORRECTLY, LOAN 
IS BETWEEN THE BANK AND JORDAN, WITH SAUDIS AS 
PRIMARY GUARANTOR FOR REPAYMENT OF PRINCIPAL. 
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NO ONE THROUGHOUT THE PROCESS HAS EVER ASSUMED 
JORDAN COULD OR WOULD BE ABLE TO PAY THE PRINCIPAL 
ON THE LOAN IN QUESTION. INDEED IT HAS REMAINED 
STRONGEST POLICY RECOMMENDATION FROM THIS EMBASSY 
THAT AS LONG AS JORDAN GETS BUDGET SUPPORT IT SHOULD 
NEVER BE PERMITTED TO BORROW FUNDS FOR MILITARY 
PURPOSES FROM THE USG. DEPT HAS SUPPORTED THAT VIEW. PAYING 
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INTEREST ON THESE FUNDS HAS BEEN A DEVIATION FROM THIS POLICY, 

BUT IS WELL WITHIN JORDAN'S PRESENT BUDGETARY CAPABILITIES. 

3. THE PROBLEM NOW IS THAT SLOW BILLING AND 
SLOWER SAUDI RESPONSE (AFTER ALL, THIS IS THE FIRST 
OCCASION THIS ISSUE HAS COME UP) FURTHER 
JEOPARDIZES IN A VERY COSTLY AND EXPENSIVE WAY 
JORDAN'S 1976 CREDIT AND 1977 GRANT PROGRAMS. 

THERE SHOULD BE ABSOLUTELY NO QUESTION OF SAUDI 
ARABIA'S CAPACITY TO PAY. IN ADDITION, AFTER THE 
LONG AND DIFFICULT EXERCISE WITH SAMA OVER THE 
1976 PAYMENTS, IT SHOULD BE CLEAR TOO THAT SAUDI 
ARABIA IS WILLING TO PAY. PENALIZING JORDAN WHICH 

CANNOT PAY BY JEOPARDIZING ITS CURRENT PROGRAMS AND SUBJECTING 
IT TO HAZARDS OF INCREASED PRICES DOES NOT SEEM TO US 
LOGICAL. THE LAW MAY INDEED REQUIRE THIS, WE CANNOT 
ANSWER THAT POINT, BUT IF THE LAW DOES NOT REQUIRE 
THIS AND IF AS WE ALL AGREE THE OBLIGATION IS TO 
SAUDI ARABIA, I WOULD LIKE TO MAKE THE STRONGEST 
POSSIBLE RECOMMENDATION THAT WE BEGIN NOW RESTRUC- 
TURING JORDAN'S FY 77 GRANT PROGRAM FROM THE FUNDS 
NOW AVAILABLE FOR THE FY 76 FMS CREDIT. CONTINUING 
TO KEEP HEAT ON JORDAN, WHICH IS PRESUMABLY INTENTION IN THIS CASE, 
WILL NOT INDUCE THE SAUDIS TO PAY 
MORE RAPIDLY. IT REMAINS INCONCEIVABLE TO 
US, SUBJECT TO WHATEVER EMBASSY JIDDA HAS TO SAY, 
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THAT SAUDIS COULD NOT OR WOULD NOT PAY FOR THIS 
OBLIGATION WHICH THEY HAVE UNDERTAKEN IN WRITING. 

4. REFTEL (B) PROVIDES ADDITIONAL INFORMATION ON 
JORDANIAN EFFORT TO PAY THE SAUDI ARREARAGE OUT 
OF FUNDS AVAILABLE IN ACCOUNTS IN U.S. AS A WAY OF 
AVOIDING FURTHER JEOPARDY ON THIS SCORE. I BELIEVE 
THIS APPROACH IS ILL-CONCEIVED AND RUNS COMPLETELY 
CONTRARY TO OUR FIRM POLICY ON THIS SUBJECT OF 

FMS CREDIT FOR JORDAN. WE RECOMMEND MOST STRONGLY 
THAT NEITHER DOD NOR DEPARTMENT ENGAGE IN THIS 
ACTIVITY. WE URGE EARLIEST RECONSIDERATION OF THE 
CURRENT HOLD-UP FY 76 FMS CREDIT FUNDS AS THE BEST AND MOST 
SENSIBLE WAY TO SOLVE THE ABOVE PROBLEM. 

5. ACTION REQUESTED. EARLIEST REPLY ON RELEASE OF 
JORDAN FY 76 FMS FUNDS TO RESTRUCTURE PROGRAM ON 
THE BASIS THAT SUADI LIABILITY IS CLEAR AND CAPACITY 

TO PAY UNTARNISHED. PLEASE ALSO ENSURE THAT JORDANIAN 
EFFORTS TO PAY THIS LOAN UNDER A PROVISO FOR 
U.S. REPAYMENT TO JORDAN WHEN SAUDIS PAY (ALL TO BE KEPT 
CONFIDENTIAL FROM SAUDIS) IS NOT RPT NOT ACTED UPON, AT LEAST 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


UNTIL WE CAN GIVE THE PROPOSAL FURTHER CONSIDERATION IN LIGHT 
OF REACTION TO ABOVE RECOMMENDATION. 

PICKERING 
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NNN 
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